MINUTES OF THE
MARICOPA ASSOCIATION OF GOVERNMENTS
TRANSPORTATION POLICY COMMITTEE MEETING

October 15, 2008

MAG Office, Saguaro Room
Phoenix, Arizona

MEMBERS ATTENDING

Mayor Steven Berman, Gilbert, Chair Eneas Kane, DMB Associates
Mayor Marie Lopez Rogers, Avondale, * Mark Killian, The Killian Companies/
Vice Char Sunny Mesa, Inc.
Councilmember Ron Aames, Peoria Mayor Mary Manross, Scottsdale
Kent Andrews, Salt River Pima-Maricopa David Martin, Citizens Transportation
Indian Community Oversight Committee
* Councilmember Maria Baier, Phoenix Mayor Jackie Meck, Buckeye
#Vice Mayor Gail Barney, Queen Creek David Schall
Stephen Beard, SR Beard & Associates Mayor Elaine Scruggs, Glendde
* Dave Berry, Swift Transportation # Mayor Scott Smith, Mesa
Jed S. Billings, FNF Construction Mayor Lyn Truitt, Surprise
Mayor James Cavanaugh, Goodyear Supervisor Max W. Wilson,
Mayor Boyd Dunn, Chandler Maricopa County
#Mayor Hugh Hallman, Tempe Felipe Zubia, State Transportation Board
* Not present

# Participated by telephone conference call
+ Participated by videoconference call
1 Call to Order

The meeting of the Transportation Policy Committee (TPC) was cdled to order by Chair
Steven Berman a 4:03 p.m.

2. Pledge of Allegiance

The Pledge of Allegiance was recited.

Chair Berman noted that Vice Mayor Gail Barney, Mayor Hugh Hallman, and Mayor Scott
Smith were participating by teleconference.

Chair Berman announced that materials for agendaitem #5 were at each place.



4A.

4B.

Chair Berman noted that transit tickets for those who used transit to attend the meeting and
parking garage ticket validation were available from MAG staff.

Call to the Audience

Chair Berman stated that an opportunity isprovided to the publicto addressthe Transportation
Policy Committee on itemsthat are not on the agendathat are within the jurisdiction of MAG,
or non action agendaitemsthat are on theagendafor discussion or information only. Citizens
will berequested not to exceed athree minutetime period for their comments. Anopportunity
is provided to comment on agenda items posted for action at the time the item is heard.

Chair Berman recognized public comment from Woody Thomas, who noted a Wall Street
Journal articlethat transportation funds are plummeting asdrivers cut gascosts. He said that
he is a member of the South Mountain Corridor Association Team for Loop 202. At ther
meeting the team was advised that the cost for the corridor could exceed $2 hillion, and only
$1.2 billion was alocated for it in Proposition 400. Mr. Thomas expressed his concern that
as the economy changes, the needs continue and problems are magnified. He noted an article
titled, “Trangt Jobs are Key to the Future Valey Leaders Say,” which appeared in the
September 10, 2008, Arizona Republic. Mr. Thomas stated that in May, he and Mayor Lopez
Rogers attended a meeting where Marty Shultz was moderator. It was stated at the meeting
that 70 percent of transportation dollars should go to transit. He commented that as the
economy falters and the need to address global warming continues, transit seems to be the
answer. Mr. Thomeas stated that only $5 million was included in Proposition 400 to study
commuter rail. He commented that the T.I.M.E. Coalition says we need to rely on sales tax
as afunding source, but with retail sales dropping, he did not feel this was the answer. Mr.
Thomas spoke about the pressures exerted by developments, and developers should be the
source of paying the costs. Chair Berman thanked Mr. Thomasfor his comments.

Approva of Consent Agenda

Chair Berman stated that agendaitems #4A and #4B were on the consent agenda. He stated
that public comment is provided for consent items. He noted that no public comment cards
had been received. Supervisor Wilson moved to recommend approval of the consent agenda
items#4A and #4B. Councilmember Aames seconded, and the mation carried unanimoudly.

Approval of the July 16, 2008, M eeting Minutes

The Transportation Policy Committee, by consent, approved the July 16, 2008, meeting
minutes.

Project Changes: Amendmentsand Administrative M odificationstothe FY 2008-2012 MAG
Transportation |mprovement Program and the FY 2009 Arterial Life Cycle Program

TheTransportation Policy Committee, by consent, recommended approval of amendmentsand
administrative modificationsto the FY 2008-2012 Transportation Improvement Program, the
FY 2009 Arteria Life Cycle Program, and asappropriate, to the Regional Transportation Plan
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2007 Update, as shown in the attached table. The FY 2008-2012 MAG Transportation
Improvement Program (T1P) was approved by the MAG Regional Council on July 25, 2007
and the FY 2009 Arteria Life Cyde Program (ALCP) was approved by the MAG Regional
Council on June 25, 2008. Since that time, there have been requests from member agencies
to modify projectsin the programs. The proposed project changes to the FY 2008-2012 TIP
arelisted in the attached Table. The proposed amendment includesthree projects funded by
the Federal Safe Routesto School Program in Avondale, Gilbert, and Phoenix and a Federal
High Priority Project in Scottsdale. The requested project changes include funding and
schedule changes to Arizona Department of Transportation projects on Loop 303. The
attachment al so explansthe ALCP project changes requests by Fountain Hillsand Scottsdale
to modify regional costs for project work phases. The amendment includes projectsthat may
be categorized asexempt from aconformity determination and the administrativemodification
includes minor project revisions that do not require a conformity determination. The
Transportation Review Committee (TRC) recommended approval of project changesin the
attached table on September 25, 2008, with the exclusion of three Scottsdale projects
(SCT04-009, SCT08-928, and SCT09-924) that MA G was made aware of followingthe TRC
meeting. On October 8, 2008, the M anagement Committee recommended approval of project
changes in the attached table.

Transportation Planning Update

Eric Anderson, MAG Transportation Director, provided an update on aspects of Proposition
400 (espedidly thefreeway component), MAG’ srespons bility to keep the program in balance,
the economy, revenue, theimpact on bonding, cost inflation, updated program costs, possible
options, and next steps.

Mr. Anderson addressed MAG’s responsibilities. He said that as part of House Bill 2292
passed in the 2003 legidlative session, the Transportation Policy Committee was put in state
statute and given specific responsibilities, such asrecommending project priorities, schedules
for construction, and changes to the Regional Transportation Plan (RTP) to the Regional
Council. Mr. Anderson advised that state law requiresMAG to issue an annual report on the
implementation of Proposition 400, requiresthat program costsand revenuesbein baancefor
freeways, transit, and arterial streets, and requiresthat MAG approve material cost changes.
Mr. Anderson stated that federal transportation law requires that the RTP and Transportation
Improvement Program (T1P) must be financially constrained, and both must pass air quaity
conformity.

Mr. Anderson noted that the requirement for the annual report has been in state statute since
1992, aswasthe requirement to keep costs and revenuesin balance. He noted that thisallows
time to rectify issues or take advantage of opportunities. Mr. Anderson stated that the
program’ s current situation is similar to that of the 1980s when revenue was lower and costs
were higher, but today, there are 17 years left in the program to deliver what we can with
available resources.

Mr. Anderson displayed achart that showed Proposition 400 sales tax revenues. He said that
ADOT researched the sales tax base in Maricopa County back to 1960, and up until the last
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fiscal year, found it had never declined. Mr. Anderson noted that FY 2008 transportation sales
tax revenue collections fell by 3.2 percent, and 11 of the last 12 months have seen negative
growth. Hereported that revenueinthefirst two monthsof FY 2009 decreased — 11.2 percent
in July 2008 and about nine percent in August 2008 —with 10.2 percent decline year to date.
Mr. Anderson advised that they are tracking these numbers closely because this is a major
source of revenue for the Proposition 400 freeway program.

Mr. Anderson displayed amap that showed homeswith negative equity inthe metro area. He
said that 40 percent of the housing bought in the last five years has negative equity. Mr.
Anderson noted that housing equity is a component of consumer confidence, and negative
equity results in consumers tending to not make mgor purchases. He stated that this same
tendency was seen dueto fuel costs, and people changed their spending habits by doing such
things as canceling magazine subscriptions, and reducing purchases of luxury itemsand trips
to restaurants, etc.

Mr. Anderson displayed agraph of homesinthe Maricopa/Pinal Metropolitan Statistical Area
that sold for aloss. He said that in the second quarter of 2008, 52 percent of homes sold were
sold at aloss, and 38 percent of homes sold were foreclosures. He noted that the inventory of
foreclosures continues to increase as the number of foreclosure noticesis still exceeding the
number of foreclosed houses sold.

Mr. Anderson displayed achart of construction taxable sales at the state level and commented
that construction activity peaked a couple of years ago and housing peaked in late 2006 and
has been in a steep decline since. He then addressed taxable sales on residential and
nonresidential (commercial andindustrial) construction, by saying that hethought therewould
be a decline in commercia construction and an increasein retail vacancies. Mr. Anderson
commented that the delay in commercia construction could be the result of the difficultiesin
finding financing. He added that he expected a decline in nonresidential construction in the
next 12 months as aresult of housing non-equity.

Mr. Anderson stated that in mid-2006, motor vehicle sal es statewide total ed $800 million per
month and noted that this figure has declined to $500 million per month —amost a40 percent
decrease. He stated that this not only impacts the sales tax collection, it also impacts the
vehiclelicensetax (VLT), which isa part of the Highway User Revenue Fund (HURF) and
a source of revenueto cities and towns. Mr. Anderson stated that staff will be monitoring
these numbers closdly.

Mr. Anderson noted that there has not been a significant decline in home furnishing and
building material sales and commented that he felt it would decline even more as the impacts
from the housing market are felt.

Mr. Anderson stated that home values in the metro area are down amost 20 percent, with
some in Pina County approaching 30 percent. He commented that this has long-term
implications for future spending. Mr. Anderson said that when he participated in an expert
panel at ADOT in August 2008, therewas asensethat relief inthe housing market might occur
by 2010, but at this point, he thought it could be longer. He stated that the economy in the
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metro Phoenix area has been vibrant; it usually goes into economic downturns earlier than
national ly, and reboundsfaster than nationally. Mr. Anderson stated that unlike the economic
situation in the late 1980s when the problems were relevant to institutional investors and
developers, this time the damage is at the consumer level impacting individual consumer
buying decisions and he felt recovery could take longer.

Mr. Anderson stated that the FY 2007 transportation sales tax revenue came in under
proj ections, and the FY 2008 collection, which waslessthanthe FY 2007 collection, camein
at $379 million, about $30 million under projection. He added that he thought the FY 2009
collection may be flat.

Mr. Anderson noted that there has been atremendous declinein the HURF, noting that $1.34
billion was collected for FY 2008, about $96 million less than projected. He explained that
half of the HURF revenue goes to ADOT to fund department operations and state highway
projects and half goesto cities, towns and counties, and added that the impact of lower HURF
will be seen on local budgets. Mr. Anderson commented that the good news isthat crude oil
closed that day at lessthan $75 per barrel, about the same price as one year ago. Heindicated
that he felt thiswill have a positive effect on the economy. He stated that oil prices have an
overall effect on the economy, in such areas as industrial production and construction
activities. Mr. Anderson advised that MAG is working with ADOT to revise the revenue
projectionsfor the half cent salestax to 2025 and for HURF, both of which are essential to the
freeway program. He added that HURF comprises about half gas tax, 20 to 25 percent of
vehiclelicensetax, and the remainder registration and motor carrier fees.

Mr. Anderson stated that theimplication of lower revenue means|ower bonding capacity and
noted that ADOT HURF debt service cannot exceed one-quarter of itsrevenue. Mr. Anderson
also noted that the municipal bond market has seen atremendousincrease in financing costs.
He stated that the effective interest rates on bonds over the last four weeks have increased
about 1.5 percent, and that isif you can get financing. Mr. Anderson commented that the bond
market is aimost shut down because there is so much uncertainty in price bond issues. He
advised that only $4 billion were issued nationally in the last three weeks compared to $6
billion for an average week. Mr. Anderson said that he thought RARF revenue over the life
of the tax could be down more than $1 billion, which means that the freeway revenues could
be down another $600 million with the revised revenue projections. Mr. Anderson stated that
the revised revenue projections from ADOT are expected in a couple of weeks, after the
October sales tax collections are reported.

Mr. Anderson stated that the L egislature, in order to balancethe FY 2009 general fund budget,
transferred $126 million out of the HURF, (half of which was ADOT money) and from the
State Highway Fund (dl of which was ADOT money), to the Department of Public Safety
(DPS). He commented that ADOT is now in atight financial stuation because of that. Mr.
Anderson stated that the transfer also reduced ADOT’ sbonding capacity. He stated that |ast
year, the Legislature authorized ADOT to issue 30 year bonds ingead of 20 year bonds.
ADOQOT thought it might have $800 million more of bonding capacity, but today it is zero
because of the transfers to DPS, lower HURF revenue, and the situation with the financial
market.



Mr. Smith commented that when the transfers to DPS took place, the reasoning was that
bonding could make up for the transfers and there would not be alarge impact on the ADOT
side of the budget, but now that ADOT cannot issue bonds, it is a direct negative impact.

Mr. Anderson stated that over the past fiveyears, since the Regional Transportation Planwas
adopted in late 2003, the cost of highway and street construction nationally has increased 77
percent, which is about four times the rate of generd inflation. He advised that some
moderationsin pricesare being seen. Mr. Anderson commented that at the August 2008 expert
panel, the global market downturn was not yet goparent, and added that he thought that was
coming and significant decreasesin commodity prices could occur. He also noted that there
istalk of amajor stimulus package after thefall election or thefirst of the year, and added that
alarge part of the package might go for infrastructure. Mr. Anderson stated that areas with
projectsready to gowill bein agreat position to take advantage of the package, and noted that
this could be positive for the MAG region because it has a number of ready projects.

Mr. Anderson said that the pricesfor concrete, steel, and asphalt have risen significantly, but
the biggest impact resulted from the increase in oil prices, which affects all aspects of
construction. He noted that the price of asphalt isabout $800 per ton, and added that from the
1990s to about two years ago, the price was $100 per ton. Mr. Anderson stated that
availability of asphalt for road projectswill continueto be an issue because manufacturersare
choosing to make higher value products from the same material that is used to make asphalt.
He indicated that asphalt is more important for local street construction than freeway
construction because freeways use a concrete base.

Mr. Anderson reviewedthe FY 2006 —FY 2025 freeway program revenues, which total $17.7
billion over thelife of the program. Included in the totd is $8.4 billion in the half-cent sales
tax, which could decrease $600 million in the new revenue projections; $8.2 billionin ADOT
funds, which could also decrease; $638 million in federal funds; and $473 millionin STAN
and other funds. Mr. Anderson noted that freeway program non-project coststotal $6.1 billion
and include $2.4 billionin debt service, $3.5 billion in future inflation, and about 250 million
in transfers and miscellaneous costs.

Mr. Anderson displayed atable of current freeway costs by corridor and noted that ADOT
reviewed the costs and updated the total to about $15.4 billion, which is an increase of $6
billion, or 64 percent, from theRTP cost of $9.4 billion. Mr. Anderson noted that the two sets
of charts at each place included dl projects that make up the freeway program. He said that
systemwidecosts of $1.5 billioninclude ADOT expensesfor preliminary engineering, design
change orders, risk management, right-of-way titlesand plans, thelandscape and litter pickup
program, and $350 million for replacing rubberized asphalt on a systemwide basis.

Mr. Anderson stated that anumber of projects have been compl eted since the implementation
of Proposition 400. He displayed a chart of RTP freeway program projects that have been
completed, are underway, or advertised through FY 2009. He said that a couple of major
projectsare ready to go to bid, including abid opening on asection of Loop 303 scheduled for
next week, another bid due in January 2009 for Lake Pleasant Road to I-17, a design build
project on the Red Mountain Freeway, and HOV laneson Loop 101. Mr. Anderson advised
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that $2.1 billion are committed to freeway projectsthrough FY 2009. Mr. Anderson noted that
there is $13.3 billion worth of RTP freeway program projects yet to be constructed for FY
2010 to FY 2025.

Mr. Anderson reviewed the summary of revenues and costs for the Proposition 400 freeway
program for FY 2006 to FY 2026. With total revenues of $17.7 billion and $6.1 billion of
non-project costs, the amount of net fundsavailableis$11.6 billion. Additional costsinclude
$2.1 billion of projects obligated through FY 2009, $1.3 billion of systemwide project costs,
and $12 hillion of planned road projects equals a deficit of $3.8 billion overall to date. Mr.
Anderson noted that thisincludesahigher cost for the South M ountain Freeway of $2.6 billion
and includes an I-10 project that is necessary to make the connection to the South Mountain
Freeway. He commented that he thought there could be $600 million less after the new
projections are reported, so the $3.8 hillion deficit could increase to about $4.5 billion.

Mr. Anderson stated that the revised revenuesfrom the haf-cent salestax, HURF, ADOT and
federal funds, and bonding will be incorporated into future forecasts. He noted that they have
acoupleof major projectsthat need revisionsto their schedules. Mr. Anderson stated that the
South Mountain Freeway EIS has been underway since 2001 and it was supposed to be
completedin 2006-2007. Heindicated that hisbest guesswas another two to three years until
therecord of decison, and added that MAG will work with ADOT to determine areasonable
assumption when the EIS will be completed and work will actually begin. Mr. Anderson
stated that the EIS and desi gn concept studies are underway for the 1-10 Collector/Distributor
System/Broadway Curve project, whichisa$700 million Phase| project. He stated that work
will not start thisfiscal year as planned, and the schedule needsto be refined. Mr. Anderson
advised that as they outline cash flows for each year of the program, they look at financial
resources. Heindicated they do not want to tie up hundreds of millions of dollars on projects
that might not begin, so they want to move them further out in order to have financia
resources available for other projects in the program.

Mr. Anderson then addressed strategy options. He said it isimportant to pay attention to the
situation, but also important to not make radical changes that could be regrettable later. Mr.
Anderson commented that hefelt the program was in good shapein the near term, perhgpsfor
the first ten years, and added that he thought the problems would be in the last half when
higher costs and lower revenue would impact the program. Mr. Anderson stated that the
important part of the process is the awareness of the problems and that steps are being taken
to deal with them.

Mr. Anderson stated that one of the federal strategies includes reauthorization of the federal
transportation act, SAFETEA-LU, which expiresin September 2009. Heindicated that hehas
heard there has been discussion of collapsing 100 programsinto eight or ten programs, doing
away with designations of funds as either highway or transit funds and designating them as
transportation funds, and enabling states or metropolitan planning organizations to put the
funds to use where they make the most sense for their areas. He added that he was not sure
these changes would happen, as Congress generally movesincrementally.



Mr. Anderson stated that another federal strategy isthe possible establishment of afreight trust
fund to make more effective use of ports and freight corridors. He noted that thereisahigh
probability of thistrust fund being established and added that it could mean assistancefor |-10,
whichisprobably the premier east/west corridor inthe country. Mr. Anderson stated that there
could be an opportunity for ajoint effort regionally and statewide to improve not only 1-10
with federal funds, but also SR-85 and I-17. He dated that it is important to have a well-
thought out federal strategy that maximizesour ability to get our fair shareof federal fundsfor
Arizona.

Mr. Anderson stated that another federal strategy isenvironmental streamlining. He said that
environmental work continuesto beabigissue. Mr. Anderson commented that the consul tant
costs for the South Mountain EIS run about $10 million to $12 million, but the real cost of
environmental work isnot necessarily the cost of the studies, but every year theEISisdelayed
it costs hundreds of millions of dollarsin increased construction costs and the benefits of not
having the fecility.

Mr. Anderson stated that the state budget is in crisis, and said there will probably be a $1
billion shortfall in FY 2009 and perhaps higher in FY 2010. He advised that receiving any
STAN fundsishighly unlikely. Mr. Anderson stated that Arizonalegislative srategies could
address appraisal methods, and added that one of the recommendations of the 1991
performance audit that was not implemented and there might be merit to pursueisthe“before
and after” appraisal method. Mr. Anderson noted that in the Arizona appraisal process, a
seller getsfar market value and if itisnot atotal take, the vaue of theleftover property aso
isenhanced by thefacility. He explained that this method allows ADOT to allocate aportion
of the purchase price of property back to the remaining parcel. Mr. Anderson reported that 17
states and the federal government alow this method, and remarked that he thought it might
be an opportune time to go to the Legislaure to dlow Arizonato implement this, especially
since$3 billion of right-of-way isincluded inthe RTP. He stated that in the 1980s and 1990s,
attempts were made to implement this process, but it never got out of committee.

Mr. Anderson stated that another legid ative strategy couldrelateto DPStransfers. Headvised
that there are statutory limits of $10 million they can transfer from the HURF fund and $10
million from the state highway fund; however, $126 million wastransferred in 2009 and it had
asignificant impact on ADOT's program.

Mr. Anderson then addressed management strategiesthat might beimplemented. He said that
one of these is a policy review of draft DCRs. Mr. Anderson stated that when ADOT
consultantsand engineersdo aDCR, features are put into the design that 1ock in the scope, and
the project could come in at a higher cost than expected. Mr. Anderson stated that the DCR
may not come back through policy committees and suggested that some of the scope changes
might merit discussion from a policy perspective before the DCRs are finalized.

Mr. Anderson noted that EIS management practices could berevised. Heremarked that some
EIS processes go on for extended periods and suggested that there could be more schedule
discipline and more briefings to the TPC on the status of projects.



Mr. Anderson stated that externd peer reviews could bring in experts to provide some
expertise on projects before spending millions of dollars. He said they are trying to be good
financial stewards and save future money by doing projects better today.

Mr. Anderson stated that accommodation of future needs is similar to scope increase. Mr.
Anderson gave some examples, for instance, the RTPincludes six-lane freeways on Loop 303
and the South Mountain. With future demand, they think ten-lane freeways will be needed
ultimately, especidly on Loop 303. The questioniswhether right-of-way is purchased for the
full tenlanesor only theright-of-way required for the freeway that will bebuilt. Mr. Anderson
observedthat if al right-of-way isnot purchased at the outset, devel opment will preclude you
from purchasing it in the future. Mr. Anderson stated that with the South Mountain, perhaps
anarrower footprint to minimize impacts on neighborhoods might be considered. He stated
that another areato consider isfreeway to freeway ramps, and remarked that we are criticized
for having one-laneramps. Mr. Anderson stated that new freeways have two-lane ramps, and
ADOT hasindicated some might need three-lane ramps. He advised that retrofitting ramps
is cost prohibitive — the cost of increasing atwo-lane ramp to three lanesis $80 million on a
$200 million project. The questioniswhether to build threelanesfor future needsif only one
or two lanes are needed today.

Mr. Anderson suggested program strategies the TPC might consider to balance the program.
He said that financing of HURF funds, federa funds, ADOT funds, and bonding for eight
years beyond the program were used for Proposition 300 projects. Mr. Anderson noted that
bonding beyond 2025 for HURF and federal funds to complete Proposition 400 could add
$500 million to the program. He stated that another strategy could include extending the
program or delaying projects. Mr. Anderson recalled that projectsin the 1990s were del eted,
but elongating the program provides the opportunity to keep all projectsin the plan, and if
additional money isfound, projects could be accelerated. He commented that their objective
isto keep all projects identified in Proposition 400 in the program.

Mr. Anderson stated that another strategy isto explore scope adjustments by not building all
servicesright now and come back and do them later, however, thereisadditional cost to doing
that.

Mr. Anderson stated that val ue engineering could present an opportunity for cost savings. He
said that ADOT uses value engineering, but only in the context of DCRs and final designs.
Mr. Anderson stated that there may be a way to boost value engineering to squeeze more
savings.

Mr. Anderson stated that another option is perhaps do something from an interim perspective,
such as build a parkway like the Arizona Parkway that was mentioned in the Hassayampa
Valley study, instead of afull freeway. He advised that thistype of parkway can carry about
100,000 vehicles per day, which is near the volume of a freaway that carries 140,000 to
150,000 vehicles per day. Mr. Anderson stated that by opting for aparkway, afacility would
be in place and built for substantially less money and in the future it could be converted to a
freeway or stay aparkway forever. Hecommented that a parkway takes|essright-of-way than
a freeway and can be built at a marginal cost increase over conventiona arterials. Mr.
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Anderson noted that even though it does not have al the features of afull freeway, it could
work pretty well in some cases. Mr. Anderson commented that at this point, he was not
recommending that any planned freeway be done as a parkway, but heincluded it asan option
to keep in mind. He then explained that the Arizona Parkway concept of no left turns at
intersections alows more traffic volume. Mr. Anderson stated that another concept they
looked at is a60-foot median, which could be used as atransit corridor to maximize the use
of right-of-way.

Mr. Anderson then reviewed the major amendment requirements defined in state law, and
noted that a major amendment is required when amajor freeway or fixed guideway is added
or deleted, or a one-mile segment or $40 million segment is deleted from the RTP. Mr.
Anderson stated that there arefirewallsthat restrict salestax fundsfrom being moved between
thefreeway, transit, and street modes. He stated that if aroad project isdeleted, consideration
needs to be given to alternatives in the same modal category that will relieve congestion or
improve mobility in the same general corridor. Mr. Anderson stated that if a reasonable
aternativeisidentified, before the Regiond Council takes action on the recommendation of
the TPC, the proposed amendment is subject to a required consultation process by the State
Transportation Board, the Maricopa County Board of Supervisors, and the Regional Public
Transportation Authority, by a majority vote, to approve, disapprove, or approve with
modification the proposed amendment. He added that the proposed amendment also can be
sent to the cities, towns and I ndian communities, although thisisnot required. Mr. Anderson
stated that if the three entities do not agree with the proposed amendment, a supermajority of
the TPC isrequired to override their actions, in order to forward it to the Regiond Council.
He stated that if no reasonable aternative is identified, then the amendment to delete the
project is subject to the required consultation process.

Mr. Anderson stated that the next steps include incorporating revised revenues projections,
reviewing the bond program in light of revised revenues and financial markets; analyzing
futureright-of-way and construction cost inflation; analyzing project options such asinterim,
staging, or reducing scopes; and continuing policy discussion at November TPC meeting. Mr.
Anderson noted that discussion of program options are anticipated in January or February,
when staff will bring back options based on the direction given by the TPC in October and
November. He stated that if any major amendmentstothe RTP are proposed, thiswill trigger
a60-day required consultation process, which would befollowed by incorporating the revised
freeway program into the RTP. Mr. Anderson stated that the ultimate goal isto schedule the
updated RTP for approval of an air quality conformity analysisin March or April 2009. He
stated that staff can provide technical assistance and they arelooking for political guidance
fromthe TPC. Chair Berman thanked Mr. Anderson for his presentation and asked members
if they had any questions or comments.

Supervisor Wilson asked if the program could have enough plans in place in order to teke
advantage of decreases in commodity prices. Mr. Anderson replied Supervisor Wilson
brought up an excdlent point. He indicated that ADOT started working on longer term
projects so projects are ready to go forward, for example, the HOV lanes on the remaining
Loop 101 system. He noted that the cost is running close to the estimates. Mr. Anderson
stated that Loop 303 is one of the program’s larger projects and the final public hearing is
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scheduled this fall. He added that ADOT anticipates completion of the environmental
assessment by the end of the year, and once completed, the corridor will be ready to go. Mr.
Anderson stated that MAG will continue to work with ADOT to build up the inventory of
ready projects, and if there is a stimulus package, additional federd funding, or lower
commodity prices, the projects will be ready to proceed.

Supervisor Wilson also noted that the program also might capitalize on the decrease in
property values and added that it might be an opportune time to take alook at the properties
that the program needs to acquire.

Mr. Scholl asked if MAG is mandated to bring the plan is back into balance within arequired
timeframe, for instance, by thenext regular cyclein Marchor April. Mr. Andersonreplied that
the way the sate law reads, the department on the freeway side shall develop a budgeting
processthat ensures the revenue and costsarein baance. He said hethought it was unlikely
alawsuit would be filed if it did not happen by a certain date, because he thought that it goes
back to the intent, which is to have early identification that there is a problem and start
mobilizing to deal with the problem. He expressed that he did not think there is a need to
balance a $4.5 billion program in three months, but thought a multi-staged solution was
appropriate. Mr. Anderson stated that the test will be whether the gap is closing over time.
He indicated that he thought MAG will have timeto work on strategies.

Mr. Scholl stated that Mr. Anderson had indicated animbal ance of $3.5 billionto $4.5 billion,
which was based on a three percent increase in construction costs, when over the past five
years, the increase has been closer to 15 percent. He asked if the imbalance could be much
higher oncethe cost estimates are revised. Mr. Anderson replied that he did not think so, and
added that staff had a discussion with ADOT on that very point. He stated that historicdly,
construction costs track the general rate of inflation, which is normaly oneto one, but thisis
the first time we have seen this disconnect. Now we are seeing there is an adjustment back
on the pricing side. Mr. Anderson advised that the downturn in construction prices could
provide significant relief, and added that they do not want to do something with the cash flow
that artificialy creates a problem. He commented on the difficulty to make projections 20
years out and he thought we need to make assumptions about right-of-way cost inflation,
construction cost inflation, and general price inflation, monitor them, and make adjustments
as needed.

Mr. Scholl stated that in the economic downturn of the 1990s, ADOT encouraged i ncentivized
privategroupsto join with municipditiesto create public/private partnerships. He noted that
he had not seen this listed as a possible strategy and asked if it had been precluded or could
be an option. Mr. Scholl stated that with lower land values, some owners might bring in less
than market valueif they could seesome accel eration of projects. Mr. Andersonindicated that
ADOT isawayslooking for partners on the right-of -way side, to provide right-of-way at less
than market value or to donate right-of-way. He stated that one issue on right-of-way
valuation is the appraisal process, which is historical and looks behind. He stated that
ADOT’schallenge will be reflecting the market value of land today with the historical trend,
and added that because ADOT is apublic agency, it does not have alot of negotiating room.
Mr. Anderson stated that MAG staff will work with ADOT on this. Mr. Anderson, in
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referencing public/private partnerships, said that options could include toll roads or tolling
HOT lanes, which is a potential option for 1-10. Mr. Anderson advised that with the
public/private partnership market, some of the rating agencies are downgrading the private
partnership financings due to the downturn in driving. Combined with the turmoil in the
financial markets, there may not be as much private capitd as people thought.

Mr. Kane stated that picking atrend lineto measure financial performanceon therevenueside
and cost side when aimed in the wrong direction can give an incorrect vision of the program.
He said that he would like to understand as we model what is the curvature of the market
recovery of the revenue side we anticipate. |f we are measuring against the 20-year horizon
of the tax, which could be alonger period if congruction isextended, after threeto four years
we could assume the revenues will return to the previous point; however, inthelast couple of
downturns they returned to an upward trend line. Mr. Kane stated that he would like to
understand how big a hole we are trying to fill with the strategies we are discussing. He
commented that cost is one piece of the program, but revenue is another, and it scemswe are
measuring revenue against a shorter window. Mr. Anderson replied that to do that kind of
analysis the new projections would be needed, and they hope to have them by the November
TPC mesting.

Mr. Kane stated that in the private world, most of us are trying to get to the point of easier
predictions. He commented that he thought it was an excellent time to discuss the strategies
on road design, DCRs and potential other designs, especially in light of environmental
requirements that have increased over the years. Mr. Kane stated that the South Mountain
Freeway process reminded him of the Squaw Peak Parkway process and having a less
impactful design on adjacent neighbors. He remarked that this would help in other review
processes. Mr. Kane stated that this is happening in other states that have environmental
reviews. When we are talking about ten-year EIS programs at a cost of $20 million, maybe
we should look at standards and being more efficient onland. Mr. Anderson stated that some
designs are land intensive and some designs are land extensive and this may require another
way of thinking about being more sensitive in terms of neighborhoods and using lands
intensively.

Mayor Cavanaugh referenced Mr. Scholl’s comments on right-of-way and donated right-of-
way and said that it seemed a more serious study of determining the opportunity for donated
right-of-way might bein order. He added that there could be opportunities that we might not
want tolet goby. Mayor Cavanaugh asked about amendmentsto the RTP when another mode
isselected. Heasked if thesavingsrealized from that sel ection remainin the samegeographic
area. Mr. Anderson stated that money is intended to be spent in the same area to solve
mobility issues. Mayor Cavanaugh stated that his point is that the calculation of savingsis
based on the cost of the sel ected option compared to the 2003 projected cost of the desel ected
option. Mr. Anderson commented that he was not sure of the intent of the law in that regard.
Mayor Cavanaugh stated that the Committee needs to know that before it gets deep into
discussions because there could be serious confrontations if members do not agree on this
point. Mr. Anderson gave as an example, South Mountain Freeway by saying that using the
original budget of $1.1 billion, if the current cost isestimated at $2 billion and an alternative
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is found with a cost of $1.1 hillion, there are no savings. He added a caveat that some
estimates have been adjusted and some have not.

Mr. Martin said that he had a conversation with Congressman Harry Mitchell, who indicated
that the Congressional delegation had been called back to Congress on November 17th to
discuss an economic stimulus package, and they will be talking about projects that could be
qualified for the package. Mr. Martin reported that they are looking for projects that could
start construction 30 to 90 days after the passage of the bill. Mr. Martin noted that AASHTO
sent a memorandum to Congress on January 30th that there are $760 million in Arizona
projectsthat could hit the ground running. He asked if there were projectsthat fit the criteria
and could a concerted effort be made to seek funding for them? Mr. Anderson replied that
having projects ready to go to bid in 30 to 60 daysis highly problematic; it assumesthey have
final design. He added that if we had a six-month window, there would be alot of projects
ready, and with a 12-month window, even more projects would qualify. Mr. Anderson
indicated that ADOT istrying to get more projects ready but the design process takes time.

Mr. Martin suggested making afedera strategy to backfill interstate projects and move as a
public/private coalition to seek funding for interstates funded by Proposition 400 if we cannot
move forward in 30 to 90 days on SAFETEA-LU reauthorization, specifically asit relaes to
interstate projects for the region.

Councilmember Aames stated that he thought the only option would be to shift funds if
Congress goes to such a limited time. He commented on another aspect — that population
projections seemed to be missing, and added that a lot is based on growing population and
meeting growing needs. Councilmember Aames stated that if the population drops off or the
rateslows, thereisno need to move asfast, which could provide somebalance. Mr. Anderson
stated that he thought population growth short-termwoul d be d ower than expected and remain
slow until about 2011 or 2012. He said that a slowdown in migration into the statewill also
occur, largely due to the domino effect resulting from the downturn in the housing market.
He added tha people cannot rel ocate if they cannot sell their home. Mr. Anderson stated that
the slowdown in growth also impacts revenue. We are behind on freeway construction and
transit, and as growth slows, highways becomeless congested but we still need to keep pace
with our congruction activity.

2008 Annual Report on the Status of the |mplementation of Proposition 400

Roger Herzog, MAG Senior Project Manager, stated that Arizona Revised Statute 28-6354
requiresthat MAG issue an annual report on the status of projectsfunded by the half-cent sales
tax authorized by Proposition 400. He said that the 2008 Annual Report is the fourth report
inthisseries. Mr. Herzog stated that a public hearing on thereport is scheduled for November
2008. He added that the summary of findings was included in the agenda packet and the
completereport is posted onthe MAG Web site. Mr. Herzog also noted that somefiguresin
his report were derived earlier than the figures presented by Mr. Anderson, so there could be
differences.
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Mr. Herzog addressed the key findings of the Annual Report. For the category of regional
revenues, he noted that fiscal year 2008 half-cent sales tax recei pts were three percent lower
than the receipts from FY 2007. He advised that thisisthefirst declinein the half-cent sales
tax since it began in 1985. Mr. Herzog stated that for July and August 2008, receipts were
down 11.2 percent and 9.1 percent, respectively, and revenue from the gastax was down about
2.9 percent.

Mr. Herzog stated that revenue projections are being updated, and will likely result in lower
long-range forecasts. He noted that the federal transportation funding act expiresin FY 20009,
and its future structure represents a major uncertainty.

Mr. Herzog stated that for FY 2009-2026, the estimated future costs of $6.312 billion for the
Transit Life Cycle Program are currently in balancewith projected revenuesof approximately
$6.315 billion. Mr. Herzog noted that these figures reflect the status through 2008, but will
be changing. He stated that cogts are continuing to rise fagter than anticipated, especially in
the bus program, and revenues are not expected to keep pace, at least in the short term. If
revenues continue to decline, new bus service implementation included in the RTP may be
impacted in the future. Bus services that have been implemented previously will be reviewed
to ensure that productivity goals are met.

Mr. Herzog stated that during FY 2009, RPTA will be examining closely the assumptionsused
in estimating both revenues and expendituresfor the Transit Life Cycle Program, and making
adjustments as may be necessary.

Mr. Herzog stated that for FY 2009-2026, the total estimated futureregional reimbursements
of $1.703 billion for projects in the Arterial Street Life Cycle Program are in balance with
projected revenues of $1.864 billion. He said that project costs are increasing and local
governments have had to make up the difference. Mr. Herzog stated that the inability to
provide matchingfunds, and other scheduling and resourceissues, haveresultedinthedeferral
of a number of arterial projects by implementing agencies. Due to this, lead agencies have
deferred the use of $46 million in federal and regional funding from FY 2008 to |ater years.
Mr. Herzog stated that it is anticipated that project scope changes and rescheduling may
continueto occur in thefuture, aslocal jurisdictions continue to face avariety of fiscal issues.

Mr. Herzog stated that for FY 2009-2026, the unadjusted future costs of $10.008 billion for
the Freeway/Highway Life Cycle Program are currently in balance with projected revenues of
$10.273 hillion. He advised that the impacts of construction cost increases and project scope
changeson the Freeway/Highway Life Cycle Program are being eval uated, and noted that the
new preliminary estimated program cost totals $14.9 billion, significantly more than past
estimates.

Mr. Herzog provided a breakdown of the $14.9 billion cost estimate. He stated that the 2003
baseplanning estimatewas$8.5 billion. Mr. Herzog stated that heoriginal inflation allowance
was $1.4 billion, and there is an additional $2.3 billion price inflation, for a total of $3.7
billion. He said that scope changes total $2.7 billion and include $1.3 billion of origina
contingency allowance and $1.4 billion in additional scope changes.
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Mr. Herzog stated that thereis agap of approximately $3.3 billion between the updated cost
estimate of $14.9 billion and available funding of $11.6 billion. He commented that this
difference could be subject tofuture increases, depending on the outl ook for inflation, facility
design contingencies, further cost estimate refinements, and updated revenue forecasts. Mr.
Herzog stated that given the potentid deficit of approximately $3.3 billion, amajor effort to
achieve a balance between future program costs and available revenues will be required.
Potential approachesto achieving program bal ance coul d i nclude enhanced financing methods,
project phasing, extension of the programming period, and adjusment of project schedules.
Chair Berman thanked Mr. Herzogfor hisreport and asked membersif they had any questions.

Vice Chair Lopez Rogers commented on the public hearing, and noted that one of the public
hearingsfor the Transit Framework Study would be held in Avondale. She stated that holding
the hearing in Avondale pleased them, but she fdt if quality input is desired, more than six
days notice is needed to get the public to attend. Vice Chair Lopez Rogers added that there
isonly one public hearing on the Study scheduled in the West Valley and more were needed.
She stated tha the public hearing process needsto beinclusive and expressed her concern that
the short noticedid not providethat inclusiveness. Vice Chair Lopez Rogersstatedthat transit
iscritical for them and said that she would like to move the date later or schedule additional
public hearings.

Councilmember Aames commented that he liked to go to Avondale, but many Glendale and
Peoriaresidents would not want to travel that far for the public hearing.

Mayor Meck stated his support for the comments made by Vice Chair Lopez Rogers and
Councilmember Aames. Heexpressed that five days notice wasridicul ous, and suggested that
ahearing should be held in Glendale and a hearing held in alocation between Glendale and
Buckeye. Mayor Meck stated tha he supported longer notice and more locations.

Mayor Scruggs stated that thiswasabig ded for them. She noted that even though both areas
aregrowing rapidly, therearebigdifferences between the Southwest V all ey and the Northwest
Valley. Mayor Scruggs asked how this could be resolved. Mr. Smith noted that MAG staff
would work with member agency staff to add locations and lengthen the notice time. Mayor
Scruggs asked when they would find out so they could use their networks to notify residents.
Mr. Smith replied that MAG staff will stay in communication with member agency staff to
find out days that work.

There being no further business, the meeting adjourned at 5:50 p.m.

Chair

Secretary
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